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ADDENDUM 

TO 

EMPLOYME>rr AGREEMENT 



WHEREAS, ULLICO Inc. (the ^'Corporation") and ROBERT A. GEORGINE 
("Employee") entered into an Employment Agreement dated as of October I, 1999 
("Original Agreement"), which set forth the terras and conditions of Employee's 
employment by the Corporation as Chairman of the Board, President and Chief Executive 
Officer; 

WHEREAS, the Corporation and Employee wish to amend the Original 
Agreement as set forth in this Addendum to Employment Agreement (**Addendmn*') as 
of the Effective Date of the Original Agreement; and 

WHEREAS, the Board of Directors of the Corporation (the "Board") duly 
approved and authorized a five year agreement employing Robert A. Georgine as 
Chairman, President and Chief Executive Officer at a meeting held on September 23, 
1999, at which meeting a quorum was present, and authorized and directed the 
Compensation Committee of the Board to prepare and execute on behalf of the 
Corporation an employment agreement with Employee containing such terms and 
conditions as the Compensation Committee deems appropriate; 

NOW, THEREFORE, in consideration of the foregoing and of the mutual 
promises and covenants herein contained, the parties hereto agree as follows: 

1, Interpretation . Each capitahzed terms used but not defined in this Addendum 
shall have the meaning assigned to it in the Original Agreement. 

2. Put Option . Paragraph 3 of the Original Agreement is hereby amended by 
renumbering subparagraph (d) as subparagraph (e) and by adding a new subparagraph (d) 
to read as follows: 

"(d) Put Option . The Corporation and Employee acknowledge that Employee 
owns, has owned and may acquire certain shares of the Corporation's Class A Common 
Stock, par value $1 .00 per share and/or the Corporation's Capital Stock, par value $25.00 
per share (collectively, the "Shares"), As of the Effective Date and at any time during or 
after the Employment Term, at Employee's election, Employee may require, at 
Employee's election, the Corporation to purchase from Employee, in cash, all or any 
portion of the Shares, and the Corporation shall promptly so purchase such Shares at a 
purchase price per Share equal to Fair Market Value. For purposes hereof, the term *Tair 
Market Value" means the book value of a Share as of December 31 of the preceding 
calendar year as determined by the Board and/or the Executive Committee of the Board 
for purposes of repurchases under the Stock Repurchase Program; provided; however, 
that if at the time of any determination of Fair Market Value, the book value of a Share as 
of the preceding December 31 has not been determined under the Stock Repurchase 
Program, Fair Market Value shall mean the book value of a Share as determined by the 
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Corporation in good faith in a manner consistent with past practices for determining book 
value for purposes of the Stock Repurchase Program, For puiposes hereof, **Stock 
Repurchase Program** means the program initiated by the Coq>oration during 1991 
pursuant to which the Coiporation offers to repurchase from its shareholders a specified 
number of shares of its common stock at a purchase price per share equal to the per share 
book value " 

3, Ratification - Except as amended and modified by this Addendum, the parties 
hereby confirm that the Original Agreement is munodified and is in full force and effect. 
This Addendum shall modify the Original Agreement effective retroactively to the 
Effective Date. 

IN WITNESS WHEREOF, the Corporation has caused this Addendum to be 
executed by its duly authorized representatives and Employee has executed this 
Agreement. 



Attest: 



ULLICOINC. 





^f/^^^c^^.^>sw 



JcJKnJ. Bairy,i 

Member of the Compensation 

Committee of the Board of Directors 




JohnEtCuUerton, 

Member of the Compensation 

Committee of the Board of Directors 



^^^ A^-^u^-^^rv^ 




^^._^Z^ /(LLA^-^^^Tt^ 



Jake R West, 

Member of the Compensation 

Committee of the Board of Directors 





Wilham Wynn, ^ 
Member of the Compensation 
Committee of the Board of Directors 



2- 
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a^x^^^^wy. 



B 




L A, Carabillo, 
Vice President, 

Chief Legal Officer and 
Assistant Secretary 



Witness: 



^^^J— >d<^^^^-c.-^5VO 



EMPLOYEE 
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ULLICO Inc. (Company) 
Director/Omcer Request for Repurchase 



1 reques. ,he Company xep.rcha^ ^^l^^^^O^^^ sha«s of ULLICO Inc. ^^^^^ ^ ^^,f ^ ^^ 
stock represented by the attached CertificBte(s)* numbered — L 3.- I , M ^ — 



It is my understanding that the repurciiase will be at the value set by the ExecuUve Committee/Board 
of Directors for the current calendar year. 

In the event the Certificate(s) submitted represent more shares than the number of shares submitted 
for repurchase the Company will issue a new Certificate for the balance of shares in the same nameCs) 
and form of ownwship as the original Certificttie(s), 




' print name 



Sprint name ^ 



+ Cenificate(s) must be executed on the reverse side to aulhori;&c repurchase. 
** Second signature required only if Cenificate(s) is/are jomtly held. 



Men*ilv£/tkflcn(l eoiSf/kwrVrep*"**" •*" 
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Requested 
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MINUTES OF THE 

COMPENSATION COMMITTEE 

OF 

ULLICO INC 

Held October 20, 2000 

ATTENDEES: 

John J- Ban7 (via telephone) 

John E. Cullerton 

Jacob F. West 

William H.Wynn 

ALSO IN ATTENDANCE: 
Robert A. Georgine 
Joseph A. Carabillo 

Mr. Georgine opened the meeting with an outline of the issues to be discussed and then asked 
Mr, Carabillo to address the Committee, The first item was an Amendment to the Employment 
Agreement for the Chairman, President, and Chief Executive Officer, Robert A. Georgine- The 
Committee in developing Mr. Georgine's compensation package had specifically discussed a Put 
option to Mr. Georgine allowing him to sell shares of his stock to the coq)oration in accordance with 
Board established values. Mr. Cullerton noted that this issue had been discussed by the Committee 
and approved at prior meetings. Mr. Carabillo agreed indicating that the Put was discussed and was 
incorporated in the document that dealt with the stock incentive but through an oversight had not 
been incorporated into Mr. Georgine's Employment Agreement, the Addendum to that Agreement, 
being considered today, corrects that situation- If approved and signed by the Committee, Mr, 
Carabillo will present, at the Conmiittee's next meeting, an amended and restated document creating a 
unified contract for the Chairman, President, and Chief Executive Officer. There was discussion by 
the Committee that this was the Committees' intent in the original discussion and approval of the 
tenns of Mr. Georgines Employment Agreement pursuant to the grant of authority from the Board 
of Directors. Motion was made and unanimously approved adopting the language of the Addendum 
which was before the Committee. 

The second item to be discussed was the Non-Qualified Deferred Plan which had been 
established for the Senior Officers of the Corporation in 1998. The Non-Qualified Deferred Plan 
allows Senior Officers to defer a portion of their compensation into a non-qualified account. The 
assets remain corporate assets and available to general creditors even though placed in trust with a 
third party. This Plan allows them an additional mechanism for financial planning purposes and 
investment opportunities. The original opportunities included a tracking option to allow values to 
track Ullico Inc. stock, and, it allowed investments in a fixed interest account with a specified rate of 
interest and options to track Separate Accounts "A", "M*' & **R" of The Union Labor Life Insurance 
Company. This is very similar to the 40I(k) Plan that was in existence at the time of the original 
adoption of the Non-Qualjtied Plan. This mechanism has proved burdensome* While the amounts 
deferred are held by Allflrst Bank and invested — ^those investments do not exactly track the 
investment options in the Plan. This has led to expense and accounting that Management would like 
to eliminate for the Corporation. 

Mr. Carabillo discussed with the Committee a proposal submitted by Ailfirst, formerly First 
National Bank of Maryland, to establish Allfirst as administrator of this Plan. Allfirst has made 
available 27 mutual funds from which management may pick ten mutual funds of varying investment 
strategies and risk. The Allfirst proposal will be at no cost to the Corporation for the establishment of 
the Plan. The only fees that will be charged ar« to those individuals who have deferred money into 
this Plan through the fees generated by the mutual funds selected by each individual investor. 
Therefore each person participating in the Plan will have the opportunity to control their investment 
options and the Corporation will incur no administrative expenses other than those normally 
associated with payroll withholding and transmitting funds to Allfirst. There was discussion — each 
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member of the Committee was familiar with plans of this nature. It was pointed out that the Officers 
would lose the option of tracking value od ULLICO stock as pan of this program. This was 
understood and the Committee approved the substitution of AUfirst and the program described as 
presented in the Allfirst proposal for the current Non-Qualified Deferred Plan as previously adopted. 

An expansion of the plan was then presented. There had been discussioD among 
management to expand this Plan to include as many individuals as possible. Basically to allow 
employees to defer current compensation for tax purposes. Under recent case law the group that can 
be subject to such a Plan has been expanded and it is currently believed that a Plan can be developed 
to encompass all Officers of all Companies within the ULLICO Group of Companies. Authority was 
sought from the Committee to complete research and to expand the Plan to as many individuals who 
are elected Officers of the various affiliates and subsidiaries of ULLICO Inc. as possible. Committee 
discussion concluded that this is a wonhwhile benefit with no additional cost to the Company. 
Motion was made to allow the Corporation to expand the Non-Qualified Deferred Plan to as many 
eligible individuals as possible who are in position of an elected officer of ULLICO Inc. or any of its 
affiliates or subsidiaries. Motion was unanimously approved. 

The final item on the Agenda was a briefmg of the Committee as to the latest correspondence 
from the attorneys representing Michael R. Steed in discussions with the Company over his 
separation. The Chairman discussed the general posture of the Company to meet its legal obligations 
to Mr. Steed, but the Chairman believed that it was only appropriate to meet those legal obligations. 
The Committee then reviewed the contents of the letter received from Mr. Steed's attorneys dated 
October 12, 2000, There was extensive discussion of the proposal and while no Committee action 
was sought the Committee was in agreement with the overall posture of the discussions and that they 
should continue. 

Mr. Georgine then indicated his desire for an Executive Session to discuss with the Committee 
compensation for Senior Officers. At the conclusion of the Executive Session the Committee asked 
Mr. Carabillo to return. With Mr. Georgine then absent, he was informed by the Committee Members 
that the Chairman had reviewed with them the Senior Officer compensation that had been awarded 
and that the Conunittee has unanimously ratified the salaries and incentive amounts for Senior 
Officers of the Corporation. In addition, the Committee indicated that it had discussed in executive 
session an incentive for Mr. Georgine of S300,000 to be payable currently. Mr. Carabillo was asked 
to both reflect that in the minutes and to initiate the process for arranging payment. 

Motion was made to adjourn and Committee concluded its meeting at approximately 4:45 
p.m.. 



Joseph A. Carabillo 
Assistant Secretary 
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MEETING OF THE BOARD OF DIRECTORS 

OF 

ULLICOINC, 

HELD DECMEBER 2, 2002 

AT THE OFFICES OF SIDLEY AUSTIN BROWN & WOOD LLP 
WASHINGTON, D,C. 



ATTENDEES: 

Morton Bahr 
John J. Barry 
William CBemard 
Marvin Boedc 
Billy J, Casstevens 
John F. Gentleman 
Robert A. Gcorginc 
John X Joyce 
Earl J. Kruse 
James La Sala 
Martin J. Maddaloni 



Joseph F. Maloney 
Douglas J. McCarron 
James E M, McNulty 
Lenore Miller 
Daniel H. Mintz 
Terence M. 0*SuUivan 
Vincent R, Sombrotto 
James H, Rankin 
JohnW.Wilhelm 
Roy Wysc 



ABSENT: 



Monis Billcr 
John T. Dunlop 

OTHERS IN ATTENDANCE: 

Joseph A. Carabillo 
Steven T. Cottreau, Esq. 
Gerald M. Feder, Esq, 
Thomas C, Green, Esq, 
John K. Grelle 
John W. Kern, Esq. 
James W. Luce 
Grover L. McKcan 
Herbert J. MiUer. Jr., Esq. 



Frank D. Hurt 



Karen A, Popp, Esq. 
B, Michael Rauh, Esq. 
Frank T. Santana 
Henry E Schuelke, m. Esq, 
Joseph Semo, Esq, 
Randall J. Turk, Esq. 
Teresa E. Valentine 
Samuel J. Waldon, Esq* 
Jacqueline J. Wong 



Chairman Georgine called the meeting to order at 12:30 p,nt and noted that absent at the meeting 
were Messrs. Biller. Hurt, and Dunlop. Mr. Georgine noted that Mr. Hanley, Mr, Sweeney and Mr. 
Thompson would not be attending because their resignation letters were received that morning, Messrs. 
Maddaloni and Wilhelm participated via conference call. 

Counsel from Sidley Austin Brown and Wood LLP provided the members of the Board with a 
letter regarding the Report of Special CounseU a copy of which is included as an addendum to this 
minutes. The letter was to be executed by each ULLICO officer, director and counsel. Included with the 
letter was the following resolution; 
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-WHEREAS, the Board of Directors determined that it was in the best mierests of UUICO Inc- 
(the -Company^ to retain Governor James R. Thompson, Jr. to render legal advice based upon, inter alia, 
a review of the facts and circumstances surrounding the Company's issuance and repurchase of its own 
stock since 1997 and such legal advice has been rendered in the form of a written report made available to 
the Board of Directors starting on November 26, 2002. And, 

WHEREAS, the Company previously retained Sidley Austin Brown & Wood^LLP and Fcdcr 
Scmo & Bard PC (together, along with all other firms that represented the Company, ^Company 
CounseD to render legal advice in connection with all investigations into the Company's issuance and 
repurchase ofits own stock since 1997, And, 

WHEREAS, the Board of Directors will now begin reviewing and deliberating on the issues 
arising out of the report prepared by Governor Thompson. And» 

WHEREAS, Company Counsel will also present additional legal materials and discussions 
regarding its review of the facts and circumstances surrounding the Company's issuance and repurchase 
of its own stock since 1997 and the issues arising out of the report prepared by Governor ThompsoiL 
And, 

WHEREAS, the entire report prepared by Governor TTiompson, the deliberations, discussions and 
other legal materials relating thereto are confidential and privileged under, inter alia, the attomey^hcnt 
privilege and work product doctrine. And, 

WHEREAS, Directors, Officers, and other employees of the Company are bound by law to 
protect the confidentiality and privilege of all such legal advice and woric product unul such Ume. if ever, 
tiiat the Company properly waives the attorney-client privilege and the work product protection. And, 

WHEREAS, the Board of Directors determined that it is in the best interests of the Company not 
to waive the attorney-client privilege and the woric product protection at this time. Therefore, be it 

RESOLVED: "That Directors, Officers, and other employees of the Company are instructed 
and required to keep Governor Thompson's report, Company Counsel's legal 
advice and work product, including any discussions and notes regarding such 
matters, confidential and privileged." And, be it 

FURTHER , ..^ ^.u 

RESOLVED^ *'That Directors and Officers, and their counsel, should hereupon execute the 

^Acknowledgement* form attached to these Resolutions and failure to do so shall 

be grounds for exclusion from the Board's meetings." 

A motion was made, seconded and approved. 

There was a privileged and confidential discussion with corporate counsel, Mr. Thomas C. Green 
and others of Sidley, Austin, Brown & Wood. 

After the discussion, the following resolution was presented to the Board: 

"Whereas, the Board has received the "Report of the Special Counsel on the ULUCO Purchase 
and Repurchase Program and Global Crossing Investment" prepared by Winston & Strawn (the 

"Report"). , , ^ ,. J u ^ • 

Whereas, the Report makes certain recommendations with regard to the profits realized by certain 

officers and directors of the Company upon their sale of Company stock to the Company pursuant to the 
Company's November 2000 formal stock repurchase program and its discretionary stock repurchase 
program* 
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Whereas, the Report makes certain recommendations with respect to the Company's corporate 
governance practices* 

Whereas, the Board has determined that it is in the best interest of the Company that the 
recommendations made in the Report with respect to such sales and the Company's corporate governance 
practices be considered promptly in order that the Board be enabled to determine what action, if any, 
would be appropriate in response to such recommendations* 

Whereas, the Board has determined that it would be in the Company's best interest if such 
recommendations be initially reviewed by directors who had not participated in the company»$ formal and 
discretionary slock repurchase programs and that the Board receive the benefit of the considered views of 
such directors before it takes any responsive actions. Therefore, it was: 



RESOLVED: 



FURTHER 
RESOLVED: 



"That there be established a special committee of the Board of Directors (the 
"Special Committee') that shall be authorized and directed to review the Report 
and make recommendations to the Board as to the appropriate action or actions 
that the Board should take in response to the recommendations made in the 
Report with respect to (1) the profits realized upon the sales of Company stock 
purchased by certain directors and officers in the Company's 1998 and 1999 
stock purchase offers and sold to the Company pursuant to the Company's formal 
2000 stock repurchase program and its discretionary stock repurchase program 
(2) issues relating to other stock transactions involving officers and directors 
referred to in the Report's recommendations; and (3) the Company's corporate 
governance practices." And, be it 

"That the Special Committee is hereby authorized to interview such Company 
personnel, to consult widi the Company's internal and outside legal counsel and 
odier advisors, and to retain such other advisors, at the Company's expense, as 
the Special Committee shall deem appropriate to carry out its responsibilidcs." 
And, be it 



FURTHER 
RESOLVED: 



"That the members of the Special Committee shall be, subject to their consent, as 
follows: And, be it 



FURTHER 

RESOLVED: That the Special Committee is requested to report to the Board its 
recommendations as soon as practicable." 

A motion was made, seconded and approved. 

The Meeting was then adjourned and the Chairman was authorized to select the time and place of 
the next meeting. 
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MEETING OF THE BOARD OF DWECTORS 
OF 

ULLico mc 

BEU> MARCtI 13, 2003 

AT 111 MASSACHUSETTS AVENUE, N,W. ' 
WASHINGTON, D.C * 



ATTENDEES: 

MortoaBahr 

Jcim J. Bany 

William G. B^nard 

MarvioBoede 

Billy J. Cassteveas 

John F* Gentleman (via conference call) 

Robert A, GeorgiDe 



Jolm T.Joyce 

EarlL Kmse 

James La Sala 

Joseph F.MakMi^ 

James F, M* McNulty 

LenoTe Miller (via conference call) 

James H. Rankin (via ccHiference caU) 

Roy Wysc 



ABSENT: 

MocrisBiller 
John T. Donlop 
FrankD.Hurt 
Martin J, Maddaloni 
Dcniglas J. McCaxron 



OTHERS IN ATTENDANCE: 



Joseph A* Carabillo 
James W. Luce 



Daniel HMintz 
Terence M* O' Sullivan 
Vincent R Sombrotto 
JohnW.Wilhelm 




OroverL-McKean 
Frank T.Santana 



Chainnan Georgine called the meeting to order and noted that absent at the meeting were Messrs* 
BiUer, Dunlop. Hurt. Maddaloni, McCarron. Mintz, O'Sullivan, Sombrotto, and Wilhelm, Mr. 
Gentleman and Rankin and Mrs» Miller participated via conference call 

ITie first action was the adoption of the minutes for the UlliCO Inc. Board of Directors meetings 
held on February 21, 2003, The minutes were circulated with the preliminwy Agenda. The Chairman 
asked if there was any comment or adjustmenU to the minutes. There was discussion of a modificatiott, 
which was adopted, it was 

RESOLVED: **Thal the Minutes of the Board of Directors Meeting of February 21, 
2(K)3, as distributed with the Agenda for this meeting, be and hereby arc 
approved/' 



Motion was noade, seconded and approved. 
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Next, because the Fcbmary meeting ran so late, the Board did not get to one very important item 
that the Chainnan intended to discuss with the full Board. On motion duly made and seconded, Ihe 
followmg resolution was unanimously adopted: 
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WHEREAS, there are currently a totel of seveB vacancies on the Board of Directors and Robert 
A. Georgine, as Chairman, recommends the election of five new members to the Board of Directors to fill 
these vacancies until the Annual Meeting scheduled for May 8, 2003 in Washington, D.C. And, 

WHEREAS, the Chairman recranniends that Mr, Dana Brigham, Mr. Douglas H. Dwity and Ms. 
Sandra Feldman be elected for the seaU available in the class of directors standing for electioo in 2004; 
and that Messrs. John J. Flynn and Joseph J. Hunt for die seats standing for election in 2005. Therefore, 
belt 

RESOLVED: "That Mr. Dana Brigham. Mr. Douglas H. Dority and Ms. Sandra 
Feldman be elected to the Board of DirecUMS for the seats which are 
currently vacant in the Dh-ector Qass standing for re-elecflon in 2004; 
Messre. John J. Flynn and Joseph J. Hunt be elected to the Board of 
Directors for the seats which are cuirently vacant in the Directw dasa of 
2005." And, be it 

FURTHER , -u J 

RESOLVED: "That said elections are subject to the Chairman's secunng each named 
individual's agreement to serve on the Board of Directors and to standmg 
for election by the stockholders at the May 8, 2003 Amraal Meetmg." 

The next item addressed the audioiiiy of the Special Committee of disinterested directors. It was 
^ determined that it would be in the Company's best interest if the Conmiittee was free to consider 
k ^ recommendations as contained in the Goveraof s opinion and act mdepcndently, wiOwut the totenin step 
of reporting to the Board of Directors for concurrence. In fact, because of the nature of any 
recommendations, only disinierested directors' votes should be considered in any evenl. Therefore, the 
next resolution was really not a momentous change in the structure of this committee. On motion duly 
made and seconded, the foUovrang resoludon was unanimously adopted: 

WHEREAS, at the December 2, 2002, meeting of the ULUCO Inc. (the "Company^ Board of 
Directors, a resolution as adopted formed a speciaJ comminee to be estabUshed and empowered. And, 

WHEREAS, there is a recommendation to grant the Special Committee authority to act 
independently, it is recommended that the following modified whereases and resoluUons be adopted. 
And, 

WHEREAS, the Board has received the "Report of the Special Counsel on the ULUCO Purchase 
and Repurchase Program and Global Crossing Investment" prepared by Winston & Strawn {the 
"Rqjort"). And, 

WHEREAS, the Report makes certain recommendations with regard to the proBtt realized by 
certain officers and directors of the Company upon their sale of Company stock to the Comply pursuant 
to the company's November 2000 foimal stock repurchase i»ogram and its discretionary stock lepurchase 
prognm. And, 

WHEREAS, the Report makes certain recommendations with respect to the Company's corporate 
governance {sactices. And, 
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WHEREAS, the Board has detemuned that it is in the best interest of the Company that the 
recorainendfttjans made in the Report with respect to such sales and the Company's corpcwrate govcniancc 
practices be considered promptly in order that the Board be enabled to detenmne what action, if any, 
would be appropriate in response to such rccommendadons. And, 

WHEREAS, the Board has determined thai it would be in the Company's best interest if such 
recommendations be reviewed by directors who had not participated in the Company's formal and 
discretionary stock lepurchase programs and that the Special Committee con^rised of such directors take 
independent responsive actions. Therefcare, be it: 



RESOLVED; 



FURTHER 
RESOLVED: 



FURTHER 

RESOLVHD: 



FURTHER 
RESOLVED: 



"That there be established a spedal committee of the Board of IMrectors 
(the "Special Cominittee") that shall be authorized and directed to review 
the Report and make recommendations to the Board as to the appropriate 
action or actions that the Board should take in response to the 
recommendations made in the Report Avith respect to (1) the profits 
realized upon the sales of ULUCO Inc. (the "Company") stock 
purchased by certain directors and ofTicers Jtt the Compan/s 1998 and 
1999 stock purchase offers and sold to the Company pursuant to the 
Company*s formal 2000 stock repurchase program and its discretionary 
stock repurchase program (2) issues relatrag to other slock transactions 
involving officers and directors referred to in the Report's 
recommendations; and (3) the Company*s corporate governance 
practices, ** And, be it 

"That the Special Committee is hereby authorized to interview such 
Company personnel, to consult with the Company*s internal and outside 
legal counsel and other advisors, and to retain such other advisors, at the 
Company's expense, as the Special Committee shall deem appropriate to 
carry out its responsibilities/ An4beit 

"That the members of the Spedal Committee shall be, subject to thtar 
consent, as foUows: Daniel H- Mintz (Co<;hair), John T, Dunlop (Co- 
Chair), John T. Joyce, Lenore Miller, Terence M. O'Sulllvan, James H. 
Rankin, Vincent R. Sombrotto, and John W. Wilhehn/ And, be it 

'*That the Special Committee is to independendy take such responsive 
actions as it deems necessary as soon as practicable," And, be it 



FURTHER 
RESOLVED: 



"That the grant of authority in the above resolution is limited by any 
prohibitions on delegations of authority by a Board of Directors as set 
forth in tiie General Corporation Law of Maryland, for exanq>le, the 
authority to amend the Corporation's by-laws; or to make 
recommendations to ttie stockholders are two powers that tiie Board may 
not delegate. Any such items may be recommended to the full Board of 
Dufectors for consideration." 
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J Tlseaiainiian then moved to an Executive Session, A copy of his statement Is attached hereto. 



VT^^^(>r^7^- K^ 



Teresa. E. Valentine 
Interim Cluef Legal Officer 



3aftco«r sen laenHoi Mtttfres am 
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The fdtowing Is the report of the Special Committee of the Board of 
Drectors (Board) of ULLICO regarding the Report of the Special Counsel 
on ULUCO's Purchase and Repurchase Program and Global Crossing 
Investment (the Report). 

MEMBERS 

Professor John T. Dunlop (Co-Chair) Terence O'Sullivan 

Daniel H. Mlntz. MD (Co-Chair) James Rankin 

John Joyce Vincent Spmbrotto 

Lenore Miller John Wilhelm 

On 2 Decemfc)er2002, the ULUCO Board of Directors adopted a resolution 
establishing tNs Special Committee consisting of eight members of the 
Board, none of whcxn participated in ttie stock transactions und^" review, 
and directed It to review the report of the Speciai Counsel. On March 13, 
2Q03 the Bocrd attempted to darify the resolution to empower the 
Special CtMnrrrfttee to Independently take such action, as it deems 
necessary. 

The Committee met on ^ght occaaons including four teleconferences 
spanning three montfjs. The Committee thoroughly reviewed primary 
documents pertaining to the ULLICO stock purchase and repurchase 
programs In questfon and the 109 page Thompson report and ttie 30 
pages of exhibits. We also referred, as needed, to. the three volume 
appendix to ihe Report containing documents and other materials. The 
Spedal Cornmlttee also reviewed written Clintons from the law fims of 
Sidley Austin Brovwi and Wood; Feder. Semo and Bard; James J. Hanks. 
Esq. (the framer of Maryland Corporate Law) and Robert Jones 
(Compensation Bcp^). The Committee held a three-hicxjr meeting with 
Governor Thctfnpson and his colleagues from the law frm of WlnstcMi and 
Strewn, along with Mark Sargent, Dean of ttie Law School at Villanova 
Univenstty. The Cc^nmittee also met with Thomas Green and his colleagues 
from Sklley, Austin Brown, and Wood. Thonrxas Green presented a 
summary arKilysls of tt\e Special Counsel's Repcxt, Karen Popp In tier 
presentation focused on "Lawyer, Client Privilege" issues and Joseph 
Armbrust addressed contemporary concepts of Corporate Govemance. 

The Committee's work focused on the three major aspects of ttie Report: 

1. Issues of law and legally binding regulations pertaining to the purchase 
and repurchase programs; 

2. Corporate Govemance questions with particular reference to the 
Report's recommendations and ttie eariier work done by ULUCO's 
Corporate Govemcuice Cpmmlttee; 

3. The remedial action questions left by the Report to ttie Board and 
Special Committee. 
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The Background 

Union Labor Life Insurance Company was fomned in 1926 by a number of 
US unions primarily to provide death benefits for ttier members. By 1991, 
that mission no longer had the same relevance to the labor movement. 
The Company had negative assets of $50 million and was technically 
bankmpt. In the following decade, however, the Company with a new 
management team was restructured and re-capitalized Into a new 
holding company. ULUCO, with 22 subsidiar/ companies providing not 
only life insurance, but also a full range of insurance and financial services 
to working people, their unions and ttieir trust funds. A clear purpose in 
forming the holding Company was to raise capital through bond sales 
and then stock offerings. The total assets of the company at fiscal year 
2002 end were $3.6 billion. In 1998 and 1999 there were 34 officers and 
directors of ULLICO. In 1998, 23 of them bought shares at the established 
price of $28.70 per share for a total of about $1.5 million. In 1999, 17 
directors and officers purchased ULUCO shares at $53.94 per share for a 
total of roughly $1 .9 million. During the course of the foMpwing two years. 
20 Board miembers and ofRc^^ sold shares back to the company at . 
$146.04 per share In 2000, and 4 officers and directors sold shares back to 
the company for $74.87 per share in 2001. The total net profit to an the 
officers and directors who participated In the transactions amounted to 
roughly $8.0 million. 

There are several background factors that are relevant to our review of 
the transactions. The first, and most dramatic of these factors Is ttie 
phenomenal growth of q ULUCO Investment In Global Crossing, a 
company formed to develop the business potenttal of a flber-optk: cable' 
it was laying between North America and Europe, ULUCO invested seven 
and a half miirion dollars In ttie company; those shares soared to a market 
value over one bfllion dolkars at ttie'r peak before the company crashed 
as part of the maricet colkapse of high-tech stocks. 

ULUCO gained approximately one half blllkDn dollars on Its investment. No 
question has been rafeed as to the propriety of ULUCO's Investment In 
Global Crossing. Indeed, it proved to be a ver/ wise, bold investment. Ttie 
ULUCO Board obtained an equity position at ihe right time and liquWated 
its holdings at the right time, at each juncture going against the trend of 
the maricet ULUCO invested in the company, before investment 
managers were urging investors to buy, and sold when investment 
managers were still urging Investors to buy. 

A second factor, as alluded to above, was that the mechanisms relating 
to the sale and repurchase of shares ahd determining the price of each 
share were In ptace long before Global Crossing's unexpectedly meteoric 
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A thrd background factor the Special Committee considered was ttiat 
we were being asked to examine events that took place many years ago. 
and we were bang asked to evaluate them against a background in 
which corporate scandals abound. 

The Special Committee tried to step back in time and evaluate the 
enthusiasm that had to have surrounded the success of a revitalized 
company and its quest to acknowledge properly and fairly the individuals 
who were responsible for the enormous turnaround. 

Although the company and its. misston had been literally transformed. 
Independent compensation studies perfomned In the late 1990s and the 
recent expert Compensation Report by Robert Jones indicated that 
compensation for the officers and directors of ULUCO lagged far behind 
compensation paid to similar corporate counterparts. 

The intersection of the pre-established price and sale/repurchase 
machinery v/rth the phenomenal growth In value of Global Crossing mode 
it possible to recognize the contributions to ULLICO of the officers and 
directofs who had brought about a remarkable turnaround of the 
company. As the Jones compensation report points out, however, 
compensation to the officers and directors, even with ther gains on the 
purchase and resale of ULUCO stock, still lags behind that of comparable 
connpanies although ftie gap is narrowing. 

In the spring of 2002, press reports appeared casting the transactions In an 
unfavorable light, and, without specifying wrongdoing on the part of the 
ULLICO officers and Directors. The strong inference of these reports was 
that ttie Board set up new procedures and manipulated share prices to 
personally exploit the Global Crossing earnings and enrich themselves at 
the expense of other shareholders. Sources were quoted comparing the 
ULLICO transactions vi^th the Enron scandal, a scurrik^us comparison given 
the gross misuse of public and pensfon fund dollars and fhe loss of jobs 
that characterized that scandqL 

Apparently stinriulated by the press reports, a number of government and 
regulatory agendes began looking into the Issue. The Board had acted 
on the advice of legal and professional counsel In connection with all 
aspects of the transacfions in questbn. Nonetheless, the Board concluded 
as a prudential matter at the suggestion of the President and CEO to 
retain an eminent attorney not connected with ULUCO or the transactions 
to review those transactions and advise the Board if In his view there were, 
contrary to the belief of the Board, any vfolatfons of kiw or regulatfons. 

On 29 April 2002, the Board voted to retain Governor James R. Thompson 
of the law firm of Winston and Strawn to review the transactfons. In the 
light of potential adversarial proceedings. It was understood from ttie 
outset that the work of the Governor and his colleagues would be 
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covered by the rules governing attorney-client privilege. Early in the 
process It became apparent ttiat Information relating to the process 
under way v/as being leaked to the press in a highly selective way 
injurious to the credibility of ULUCO. To minimize the possibility that the 
attomey-<:lient privilege would be breached by ttiese leaks. Governor 
Thompson's staff worked with the attorneys for the company, for the 
officers, and for the directors to develop a medianism to control 
distribution and access to the report. The Governor's report was made 
available to ihe Board on 26 November 2002. 

The Decision off the Committee 

Remedial Recommendations 

The Committee is of the view that selecting an outside counsel to 
determine what, if any, laws may have been inadvertently violated t>y 
actions of the Company was an excellent idea; and furth^, that 
Governor Thompson, v/ith his prosecutorial baci^ound. was a good 
choice, indeed given his background, the Special Committee placed 
special weight to the primary condua'on ctf the report: no criminal or 
federal securities laws were violated. And it Is noteworthy that in line with 
the Board's original decisksn to retain Governor Thompson, the firm of 
Winston and Strawn had unfettered access to documents and witnesses. 
The Spedal Committee was satisfied that Winston and Strawn had access 
to ev^ything they needed to reach their judgment. 

In general, we judge the Report to be thorough, detailed and very helpful 
In directing the thoughts of the ULUCO Board to areas important to the 
next phase of ULUCO's development. The Committee does not agree 
with all of tlie conclusions, characterizatons and value judgments in the 
report. Rather than dwell on peripho-al value judgments, however, ttie 
Committee cdiooses in this decision to focus on wiiat It sees as central 
issues. 

The Report concluded, and the other attorneys agreed, that there were 
no violatK>ns of federal law and regulations. Nothing In the review by fhe 
Special Comrralttee suggested anything to ttie contrary. The Spectal 
Committee further concludes that the sales and repHjrchase of ULLICO 
shares to offrcers and director:s were transacted h accordance with 
provtsldns and procedures developed fcy/ competent legal and 
accounting professionals, did not materially vk>k3te corporate by-laws or 
previous Board actions, and was consistent with the culture and 
traditional decision making procedures of ULUCO. Neither the Report nor 
the Committee found any evkdence that corporate management 
deliberately withheld informatfon pertinent to Board decisions. Ttie 
Committee found no evidence of any accounting irregularities or material 
misstatement of fact. Nor did the Committee find that the transactfons 
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materially injured the interests of any ULLICO employees, stiarehoiders or 
the corporation. 

The Governor's report does note that under the procedures followed, the 
officers and directors who participated in the transactions received a 
proportionally greater benefit than the large institutional investors did. But 
any financial recognition in any form of the role of the officers and 
directors in both the Global Crossing gains and the turnaround of the 
company would have had the same effect. Furthermore, If new 
procedures had been put in place prior to the transactions in question 
which did not favor the officers and directors, the results would have 
varied only slightly particularly in light of the overall sale and repurdiase 
program which resulted in $180 million having been distributed to 
shareholders ance its Inception. Finally, nothing before the Committee 
supported the notion that there is any law requiring that all sales and 
repurchases of ULLICO stock must in every instance produce an equal 
proportional result for all sharehold^s. These facts substantially obviate, 
therefore, the Thompson Report concern among Infractions between a 
number of the procedural rules adopted well before the transaction In 
question, such as the "10000 share rule" exempting those vAih fewer than 
10000 shares from pro-rationing upon repurchase, the fixed formula used 
to calculate the repurchase price of stocic both set k\ 1997 and ttie 2% 
rule intended to prevent larger share tiolders from acqufring unbalanced 
voting authority that was required by the bylaws. Examir^ed at fixed points 
in time stock repurchases can appear to be inequitable. Ov&r time, 
however, the apparent di^xirities were substanffcilly diminished. Thus, from 
1 997- 2002 the directors and officers have net proceeds of about 9 mlllton 
dollars and the sharehoklers have net profits of about 55 million ddlors In 
addition to the inoeased value of stocks stfll field. 

Quite apart from law. ordinary prudence would obvk)Usly suggest that 
practices relating to such transactions must be reasonable, fqir and 
unifomnly applied. The Committee concludes that ttie actions of the 
ULLICO board satisfied such a test. Dean Mark Sargent addlttonally noted 
that Maryland law requires that such transactions must, in the decision of 
the Board, be in the interest of the Company. The Board obviously felt that 
providing an Incentive to management and directors that also afigned 
their interests with the Company satisfied that requlrennent. Altowing 
directors and officers to share in the results of exceptional performance 
certainly aligns the interests of officers and drectcxs with ttie Interests of 
the company. 

Ttie Thompson Report noted that It could be argued that the directors 
breached duties owed to ttie company as defined in Maryland 
Corporate law. It dfcl not find definitive breeches. In the end this 
appeared to be the central focus that underscored ttie Thompson's 
Report legal analysis. Thomas Green of Sidley Austin Brown and Wood 
presented a contrary InterprBtatfon that Maryland Corporate laws were 
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not properly applied in the Report. The Special Committee also studied 
the point-by-point rebuttal of the Report's interpretation of Maryland 
Corporate law written by Mr. Jim Hanks, the framer and /oremost expert 
_ on Maryland Corporate low. _. . 

The Special Committee was persuaded In its dfeliberations by arguments 
advanced by Mr. Hanks that Maryland corporate Iqw was not violated by 
the directors and officers in the areas In question. 

For all of the forgdng reasons - the majonty of the Special Conimlttee 
concludes that the Thompson Report uncovered no Illegality on the part 
of Board Members and Officers. John Wilh^lm and Teiiy O'Sullivan {with 
dissenting views noted below) did ngt subscribe fully to the analysis 
adopted by the Special Committee in this sectk^n. The majority of the 
Committee concluded that there was no basis to call for the 
disgorgement by any officer or director of "the proceeds of their 
Investment In the Company. 

Other reasons for disgorgement were suggested either In the Thompson 
Report or In our Committee discussions:, 'such as: media Induced 
perceptions of wrong doing, a cultural ayersi<Mi among some trade 
unkDnlsts to the notion of anyone personally profiflr^ tirom the operations 
of a trade unkDn owned company, or the potential of mitigating 
prosecution or civB suits. In the view of tfie majority of the Committee It 
would iDe profcxindly unfair and immoral to pur^h or make scapegoats of 
Individuals innocent of any. wrongdoing for reoscMis of pragmatism or 
expediency. 

Two different dissenting views were advanced. Director SomtDTotto. 
agreeing with the majority that nothing Illegal was done, opined that 
voluntary restoration of profits experienced by dlrectois and officers would 
go a long way in r^^obtng damage done to the Company. Drectots 
Wllhelm and O'Stdlivan dissented from tiie views of ttie majority of the 
Special Committee on the grounds ttrat only full adoption of tlie 
Thompson Report's remedral actions would put these issues behind tlie 
Company, vyrfiether the transactions In question were Uegal or not. They 
recommend repayment of all after tax profits by di-ectcrs and officers of 
ULUCO stock purchased in 1998 and 1999, Vne iBtum of all after tax profits 
by Chairmen Georgine of ULUCO stock acquired under the Stock 
Purchase and Credit Agreement of 1999 and furthier that the Board take 
necessar/ actfon to invalidate the addendum to the Chaiman's 
Employment Agreement with respect to stock awcs-ded to him, and to 
secure return of the remaining shores he holds urKler this program, without 
compensation. In addition, they recommend that directors and officers 
return after tax profits from redemption of Capital Stock and Class A stock 
acquired through the preferred certificate program, and that Officers 
Luce and Grelle be asked to retum all after tax profits obtained under 
various repurchase programs, as weH. 
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Directors Wilhelm and O'SuHlvan recommended further that any director 
or officer who fails to restore their profits or faiis to forfeit stock in then- 
possession should be barred from further service as a director or officer 
and, if an employee, theyjsbould not be eligible for any -severance pay or 
post termination payments or benefits except for ERISA-protected vested 
benefit. 

Lastly, they recommend that conditions for repurchase of stock, going 
fonvard, be re-evaluated by securities experts, to include, as well, 
altemative valuation methodologies. This recommendation gained 
unanimous support of the Special Committee, as well. 

The members of the Special Committee weighed these views heavily, as 
they were sufficiently threatening to the potentkil well being of the 
Company so as to require very careful consideration. 

The majority of the Spectal Committee, in the end, concluded that the 
gravest dangers to ULUCO come not from the actions the Board took on 
the sale and repurchase of ULUCO stock, nor from outside critldsms, but 
from how the situation is understood and characterized by key leaders 
within the labor movem^it. 

While all Committee members acknowledge that perceptfc>ns of ttie 
fransactions have damaged the company, the Spectal Committee 
majority is of the view that disgorgement will not repar that damage, 
whereas patient and thorough explanations to ad of ULUCO's 
stakeholders of what actually happened will restore credibility to the 
Company over time. The real test of the company's abilHy to survive will 
depend on fransparency in Company operations and on ttie 
performance of tiie company in meeting the needs of American working ' 
families and their Instltufrans. To Uy to assign blame to mitigate adverse 
publk: relations Is simply not consistent with frade unton traditions. 

CORPORATE GOVERNANCE ISSUES 

Actlons/Ratfonole 

The Committee is In agreement with the need for a critfcal fresh look at 

Corporate Governance issues as recommended In ihe Report. 

A step in this directfon was. In fact. Implemented in the year 2000, with a 
creation of a reconstituted Corporate Governance Sulxxammrttee of the 
Board prior to the Report. The membership of fine subcommittee was 
subsequently enlarged. The Corporate GoVemance Subcommittee had 
already engaged, but dki not complete, a thorough expbratlon of most 
of the recommendations proposed In the Report. 

The Special Committee in its recommendations is very mindful of the 
delicate balance that exists between Board, shareholders, and 
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management. The fiber that hdds these components together to 
produce an etfident and successful company, in our view, is a shared 
commitment to the mission of the Company on i^ehalf of working people. 

In a viable and progressive company each of these components must be 
able to execute proper responsibilities. 

Central, in our view, to the health of ULLICO, is the desire to guarantee 
transparency in all of its corporate dealings. If this principle is not woven 
into a fabric of corporate accountability, there are no rules, charters, or 
governance regulations that will otherwise achieve this ideal. In its 
absence, it will always be the seed for divislveness between ttie key 
components of the corporation. 

In the view of the Special Committee, the future of ULLICO will continue to 
require strong, dynamic and un-compromised leadership that Is In 
coherent control of the Company. 

The Speaal Committee believes that the corporate strength of ULLICO is 
drawn equally from undiluted authority responsibly discharged by a CEO 
and from a Board, principally comprised of experienced union leadeis 
who represent labor constituencies and ther needs. 

Although the Spedal Committee concludes that these relatfonships can 
indeed be strengttiened by incorporating many of the recommendations 
of Governor Thompson relative to Governance issues, we do so cautiousiy 
with due ccHicem that the worst result from Imposbig a governance 
structure that does not fit the unique culti^e of ULLICO would be to create 
competing centers of powers v^thin the corpordtion. 

Specific Recommendations 

#1 

A. Comprehenave written corporate govemance guidelines, and 

B. A code of cctfiduct and ethfcs. 

The Speckal Committee agrees in principle with both recommendations. 

The Special Committee reviewed corporate govemance guidelines 
Including wet>based materials it had researched' and materials 
obtained, upon request, from Sidley Austin Brown and Wood * 



1 Corporate Governance Guidefine Pdicy Statements from TlAA-CRff, CaLPERS, Aa-ClO 
and the Sabenas-Qxiey Act. 

2 Councl of Institufiond Investors, mnciples of Coiporate Governance (Business 
Roundtable), Govemance Gulddines for frie following companies: Microsoft. General 
Sectric. United Parcel. Northern Trust, and Hawaii BecJric Industries. 
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The source material for the Corporate Guideline recommendcttons In 
the Report was the NYSE proposed Rule 303A.9 that delineates new 
guidelines to deal with: director qualification standards, director access to 
management, and asxiecessary andjappropriate. Independent advisors, 
director compensation, director orientation and continuing education, 
management succession and annual performance evaluation of the 
Board. 

While none of these provisions are legally required of ULUCO the Special 
Committee recommends that Its source material be referred to the 
Govemance Subcommittee of the Board and that the Subcommittee be 
directed to develop, as soon as possible, new Govemance guidelines for 
ULUCO and recommend changes In the By-laws ttiat may be required for 
their enactment. 

NYSE Proposed Rule 303A.10, NASDAQ Proposed Rule 4350 (m) and the 
Sabenas-Oxley Act together providing the rationale for the 
recommendation In ttie Report that ULUCO "adopt and publicize a code 
of coriduct and ethics for Directors, Officers and Bnployees with effective 
reporting and enforcement mechanisms". The code of conduct should 
address, amongst other things, conflicts of interest, corporate 
opportunities, confidentiality, compliance with laws, rules, and regulations 
including ERISA, and reporting niegal and unethical betiovior. 

The Special Committee reviewed the Ethical Standards of Conduct 
Section of Ullico Inc Employees Handbook and recommends that the 
Compliance Officer develop, as soon as possible, updated Codes 
applicable to Directors, Officers, and Employees that address the 
recommendations in tiTe Report and other source documents, as they 
may apply to private companies. 

#2 Appoint a Chief Compliance Officer to administer the Code of 
Conduct and Ethics. 

The Company had previously appointed a Chief Compliance Officer. 
The Spedal Committee recommends that the Chief Compliance Officer 
administer the Code, and have un-tethered access to the Board for 
reporting on a regular basis. 

#3 Distribute the Code of Conduct and Ethics. 

The Special Committee recommends that the Chief Compliance Officer 
maintain annually updated records of acknowledgment forms for all 
directors, officers, and employees so as to provide management of the 
Company with assurances that recipients received the Company's Code 
of conduct and ethics and agree to abide by the terms. 
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#4 Biminate discretionary repurchase program immediately, and if 
necessary refi^ace it with a limited program, approved by the Board, 
that is designed to accommodate the needs of estates, retirees and 
shareholders demonstrating an immediate financial need. Any such 
program should set clear written standards for the repurchase of 
shares. These standards should l^e disclosed to all shareholders. 

The Special Committee believes there is considerable merit to iJne 
discretionary repurchase program. It recommends that going forward any 
transaction falling under this umbrella program, not including the estate of 
an officer or d'rector, should be referred to the Corporate Governance 
Committee for approval before being referred to thfe Board for final 
action. 

#5 Training and Education - The Report recommends institution of a 
training and education program. The GovemarKze Subcommittee 
previously defined the need for an ongoing educational program, for 
directors, both newly appointed and experienced. The Report 
delineates some of the content areas to be induded such as: a 
review of the legal and ethical responsibilities as directors, the 
financial condition, principally the operating and risks and performing 
factors materially important to the business, and the operation, 
significance, and incentive programs and related party transactions. 

The Spedql Committee endorses this recommendation with enthusiasm. 
We urge that the Chief Compliance Officer develop with dispatch a 
curriculum for training and retraining new and experienced directors, 
respectively. 

#6 Requres that effective immediately, the corporate Gov^nance and 
Audit Committees or ULUCO shareholders review and approve each 
proposed material transactton between the Company and any 
director or officer of ihe Company including loans, guarantees, or 
redemption programs. 

The Special Committee endorses the principal underiying this 
recommendation, namely that no material transaction should be 
undertaken without full approval of the Board. The Spedal Committee 
recommends that evolving proposals such as loan guaranties or 
repurchases through the discretfonary or formd repurchase program be 
first considered by appropriate subcommittees of the Board (Audit, 
Compensation, Governance as examples or by more than one 
subcommittee) who will provide the fi^l Board with a descriptive 
recommendation of the rationale and business value of the proposal 
before the Board takes final actfon. The Board sliould develop an 
operational deflnltk)n of v/hat it considers to be material. 
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#7 Disclose Transactions with Directors and Officers - The Report . 
recommends disclosure in the proxy statements of all significant 
transactions between the Company and its directors, officers or other 
affiliates. - - - 

The Special Committee agrees in principal with this recommendation, SEC 
Regulation S-K, item 404 seems to be ttie source material for this 
recommendation. It provides that a company must describe any 
transaction to which the Company (or any of Its subsidiaries) was or is a 
party. In which the amount involved exceeds $60,000 that involves the 
company and a) a director or executive officer, b) a nominee for a 
directorship, c) a security holder who owns greater than 5% of any class 
voting stock or d) any member of the immediate family of any of the 
forgoing- 

The Special Committee endorses this recommendation without 
reservation. It recomrrtends that any such significant transaction be 
disclosed in the annual Shareholders Report along with ttie Proxy 
Statement. 

#8 Requre infomnation relating to officer and drector compensation of all 
types be disclosed by the Compensation Committee, in writing, to the 
Board and sharetvDlders, 

The Special Committee agrees. In principle with this recornmendation 
unless there is an important business reason for the Board to withhold such 
information. The Spedal Committee agreed that a compensation 
philosophy and full disclosure of compensation of aH types be disclosed to 
shareholders In the annual report. 

#9 Reduce the size of the Board to allow it to function efficiently and 
effectively. 

The Report concludes that the Board Is extremely large compared to peer 
companies and that a reduction in size could improve its effectiveness In 
decision making. No reference source was uncovered to support this 
contention. 

Nonetheless, the Special Committee considered ttrat there are merits to 
considering a rearrangement of drectors of the Company, We discussed 
creating a larg^ group of experienced directors to serve as a group of 
advisors on a newly created Consultative Board. The Consultative Board 
would meet annually in combination with an enlarged Executive Board of 
Directors, The Bcecutive Board would be enlarged to approximately 15 
members permitting the infusion of newly elected labor leaders Into 
directorship roles within the company. 
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In addition, \he Special Committee directs the Board's attention to Its 
recommendation ttiat Boards of Subsidiary Companies within the ULLICO 
family be reviewed and enlarged. The Special Committee wishes to draw 
on the specific stre ngthis and experiences of directors who are on the 
Executive Board and Consultative Boards to bring their Insights to the 
functioning of the subsidiaries of the Company. ULLICO will be well served 
and enriched by having some of its most distinguished human assets In 
positions of responsibility within the breath of the Company's operations. 

#10 Require that at least a majority of the Board be independent The 
Special Committee notes that all but two of the ULLICO Board 
members have been independent of company management, and 
the CcHTimlttee fully embraces the continuation of this important 
principle. 

The central Importance of labor leaders to achieve success of the 
Company was re-emphasized. Union leaders toiow each other but that 
does not preclude them from exercising independent judgment. 

As leaders of unions, they represent the some constituency that Is meant 
to be sen/ed by the Company: they are also independently responsible to 
that constituency. Ttiis Independent responsibility carries with it political 
and legal Imperatives that as a practical matter define ttieir behavior 
v/hile saving on the board. Thus, unton leaders are interested and 
independent drectors servUig well the unique culture of ttie company. 

The Special Committee concluded that the present arrangement 
v^ereby two-thirds of the drectors come firarri ttie tabor movement is 
appropriate. The Committee also concluded that the Board will be well 
served to identify spedfic areas in the buaness operations where the 
addition of special e>q3ertlse and experience would be helpful to the 
Board. The Chafrperson should be encouraged to help Identify and recruit 
such indivkduals to the Board or Boards of the subsidiaries of the company- 
Even though It does not legally apply to ULUCO. a guiding principle for 
selecting independent directors could be NASDAQ Rule 4350© that 
defines an independent director to mean a person other than an officer 
or employee of the company or its subsidiaries ex any other Individual 
having a relationship which would Interfere with the exerdse of 
Independent judgment in carrying out the responsibilities of a director. 

# 1 1 Require that the Board meet at least four times annually. 

The Special Committee concluded that meetings of the Executive Board 
should be held at least four times annually. These meetings, unless called 
for specific considerations that come up from time to time should be 
scheduled 12 montlis in advance to allow proper planning on the part of 
the directors. 
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#12 Require that independent Board members or a committee of 
independent board members determine committee assignments. 

The Special Committee concluded that the Chairperson should continue 
to be responsible for naming committee members, but that the selections 
must be submitted to the ^oard for approval. 

#13 Require the board to delegate only specific, clearly defined 
responsibilities to its committees and effective Immediately, further 
require all committees to maintain minutes and regularty report to 
the board. 

The Special Committee developed extensive reference material relating 
to committee charters. The reference sources have been transmitted to 
the Chief Compliance ofTicer of the company to develop, as soon as 
possible, charters for the Corporate Governance, Audit, Compensation 
and Nominating committees. The charters shall address, at least, the 
structure and function of the committee, frequency of meetings, 
responsibilities, delegated authority, and a method to seek advisors as 
needed to fulfill their responsibilities. 

^e Special Committee urges that a support staff, within the office of the 
l^esident and CEO, be assigned to these committees to schedule 
meetings, prepare minutes, and reports of the committee deliberations for 
presentation to the full board and maintain fNes. The committees should 
be otD^ated to report Its findings in a timely fashton. Annually, the 
committee wiB be expected to review Its accomplishments and faifings, 
suggesting remedial action to the full board so that It can consistently 
strengthen its performance. 

#14 Require that all of the Audit, Compensation, Nominating and 
Corporate GoveriKince committees be Independent. 

The Special Committee concluded that all drectors not employed by the 
Company shall be eligible for service to the Audit Committee. Othenvise 
any director may serve on any other committees as approved by the 

#15 Rotate committee assignments regularly to ensure Independence 
and to better draw on the talents of board members. 

The Special Committee was concemed that rotation of committee 
assignments may adversely effect the development of expertise, and that 
the committees are better sensed by experienced directors 
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#16 Authorize committees to engage independent advisors, as 
necessary. 

The Special Committee concluded that the Audit and Compensation 
committees should have the authority to engage advisors. Other 
committees should have right to request assistance from the company, 
which shall obtain advisors as may be required 

#17 Amend ULLICO'S by-laws to provide for the removal of any director 
who, absent exceptional circumstances, fails to attend three 
consecutive meetings. 

The Special Committee noted that the Govemance committee had 
already determined that absent legitimate excuses, missing three 
consecutive meetings Is sufficient cause to seek removal of the director. 
This recommendation will require a change in by-laws. 

#18 Require that all members of the Audit committee have financial and 
accounting experience and that at. least one member of the Audit 
committee be a "financial expert". 

Both the Sabenas-Oxley act and the NYSE Proposed Rule 303A.4 provide 
that at least one member of the audit committee must have accounting 
or related financial expertise. 

The Special Committee endorses this principle rioting that all members of 
the Audit committee, like union leaders generally, have extensive 
responsibilities for the fiscal affairs of ther unkDns. The board is well served, 
however If, in addition, to this expertise, one additfonal person with 
professtonal expertise be included in the committees rrtembership 
whenever possible. 

#19 Conskder barring loans to or arranging financing for directors and 
officers. 

Sabenas-Oxley provides for significant restrictk>ns upon personal loans to 
drectors and officers of private companies. 

The Speckjl Committee discussed certain circumstances in which 
company loans wiH aid in recruitment or retention of espedally talented 
individuals as examples of exceptions to the proposal. The committee 
concluded that each circumstance must be judged on Its own merits but 
requires full exploratfon of Its justificatfon by the board as discussed earlier. 
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Addifional Considerafions 

The underlying causes of the problem ULUCO has been facing are not 
legal, but cultural; The successful performance of the Company since the 
late 1980's reflects a dramatic change in ULUCO's business operations 
culture. But the traditional corporate govemance culture - in the 
broadest sense - of the company, which seived the company so well In 
the past. Is not in tune with the more dynamic and complex business 
operation that ULUCO has become. 

The Committee Is unanimous in Its recommendatfon of a series of actions 
in two general areas. 

1. Communicafions/Marketing 

The communications issue Is central to the problems we are considering 
While we did not undertake any review of communication programs, let 
alone the more complex area of marketing, it is our general impresston 
that communkxjtions activities of ULUCO have improved considerably 
over recent years, particularly in commuhfcating specific programs to 
customers and potentkal customers. 

The Company does not appear, however, to have yet mounted an 
aggressive and ongoing institutional communications program 
demonstrating how ULUCO advances the overall interests of the labor 
movement and our society. A new corporate communications program 
needs to be developed for conslderatkxi by the Board as soon as 
possible, preferably within the next 30 to 60 days. 

A major component of that program must be a several year effort 
speafically focused on repaying the damage to ULUCO's Image with all 
the constituencies important to the success of UUJCO at all levels. 

Furthermore, In the future, communfcatlons aspect of any proposed major 
program must be presented to the Board as part of its decisbn making 
process. Someone with a strong communications background must put 
the question to the Board of how any significant action will be explained 
to the public and those we serve. 

And finally, the company must recognize that the communication needs 
of a business are.quite different from fhe communfcation needs of a trade 
union. Potentrally adverse news items must be responded to on a timely, 
aggressive and proactive basis. A business simply cannot afford to 
appear to hove "no comment" in the face of adverse developments, 
and al companies wfll encounter adverse or controversial situatkjns over 
time. It appears UU.ICO is not in a position to complain of "one-sided 
press reports" when the Company did not tomment on the issues for nine 
months after tiie initial news. The coverage was "one sided", but only one 
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dnn,'"''^^',"^ conveyed to the press. Given the obvious rhetorical' 
^ont and failure on the part of several of the publications whiS, f^wed 

^s^rTi'o d°orta'; rr "^^.T °' "^ '^""9 infomiatfon, W k 
S.trha.L'^™iS;."°"'' '°'" "^ -"^'^ '^ "^"^° ^^-■ 

The Commtttee notes that in a very recent change in reportlna 
to tKSand"rm -r:*"«°™ *-'<^ nc^^re^^^^S 

pp^r.^rst^rtS-;" ir.t^^K^c:?'^^^" 

rtt;"pu°b^s3/srar°n;^:' -^ ^^-^ -- -— -- 

ll^lflS'siffl'^r.^i™"* "'^ '*°"°^ •" '^P°^ -espor^lMities will of 
iiserr De sufficient unless mechanlsnns ore pot in place to assure thot fh» 

commu,,icafions staff Is concurently inft^ed S^v^^.s'^h^ 

potental communications impoot. Consideration should Sore b^ 

g~en to recasfing me communteatton d.ector's position os^We^ 

part of the company's senior management group. ^^ 

■Ms Is not a simply resolved problem, for in almost eveiy organization there 
IS a tension between the legal staff and the communkStlomSTS 
in^Sl™^ "^^ """^ " °:^ °' "nc-^osingiy aggressive^^J^:^- a^d 
refr^SS^ aggressive reporters, both of whom hove a tenderK^ to 

? if^ times m a different context. The tension between the leaal staff 
and the communications staff b. therefore, in it ST l^S IS 

utrJ3e!e r^^r"* 'k*^ "■*•* o-f^d^ntlla^^^^whS: 
unfortunately, was not possible under UlUCO's previous reporting 

Communications piognanns provide the corporate backdrop to 
manceting area. But the marketing area raises a deeper lover of cuHiiml 

^Z^ ^°r*""^= "r '=^'^ '-'^^ corpo^Ta^d^r^rS 
cultures. The Committee feels this is a key issue to be addressed in the 

anTc%'Sum^O°''"^' "'^ recentV announced by^^ 



and CEO of ULUCO 

2. The legal ^e^dew process 



S^nSj!!!! "^"^ unanimous in concluding that ULUCO and rts Board 
^clSo^o^^r' ^1 '^^ ^^ *^^ '^^' ^"^"Vsis that pro^^a 

^ofeSonal fi^c I ^ ^""^ erroneous, nor whether the legal and 
professional firms consulted on various aspects of the proara^ und*:^ 
review were competent: certainly Arnold and PorS, "Jl^uST Lar^C^ 
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Credit Suisse Boston, Price Watertiouse Coopers and other professionals 
utilized are all top line, highly respected frms. 

What was missing, however, was a review of how the transaction could 
be viewed from a perspective of someone who might take a hostile or 
adversanal legal view of the Board's actions. The Committee recognizes 
that the task is not as simple as It sounds, as the situation at hand 
Illustrates. For what we have here is not a "package" of mechanisms, 
procedure and rules designed at the same time to achieve a single 
objective, but rather several distinct mechanisms, procedures and rules - 
each designed and implemented at different times - which more by 
cotncidence than design Intersect with o shgle Investment with an 
extraordinary effect on the price of ULUCO stock. 

ifJ^i"*i"''i'^'^'^"'' *° undertake the kind of exhaustive review 

th!^J^ J"JL .^°^'''^" ^^^^ °" ®^^ """^^ ^^® ^hat comes before 
the Board. That being said, someone, whether General Counsel or Staff 
Courtsel, mi«t provkJe a "devil's advocate" analysis before Board 
th^^"' '°*^^ *^^" aft^ Board dedsfonsi as In the Thompson Report. As 
hinH.^?"^"? ^^^ "'^^''""' a^°^ate" study unfortunately reflects, 
r^?^f^H t ''"^T*?" *°° ^^^ '^"^ '^^'f *<^ ♦^'^■"S f<^<=^<^ nc.t directly 
St J Iink<^e ^ ^""^ '°^''^ *^^ possibnity that someone will divine a 

Mqnagement therefore needs to review the operations of in-house and 
^^«^ ^ f°T^ "^"^ ♦^ ^°"'^^ '°^ ^®^^w by the Board, the 
?^nc«75t.?i^^^'%''l''" ''''^^^ ^^^"^ ^""^^ °"d In-house Staff 
o^atTom *^®«"'«ons of the management responsibility for legal 
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May 16, 2006 In Re: ULLICO, Inc. Litigation 



Page 1 



In the U.S. District Court 
For the District of Columbia 



In Re: ULLICO, INC. 
LITIGATION 



: NO. 1:03CV01556{RJL) 



RELATED TO: ALL CASES 



May 16, 2006 
DEPOSITION OF: 

Daniel Mintz, 
a witness ; called by counsel pursuant to notice^ 
commencing at 9:10 a,m,, which was taken at 
O'Melveny and Myers, 1625 Bye St., NW, Washington^ 
DC 
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Page 23 8 

1 properly applied in the report. 1 he special 

2 committee also studied the point by point rebuttal 

3 of the report's interpretation of Maryland corporate 

4 law written by Mr. Jim Hanks -" do you need to lake 

5 that call? Let's go off the record. 

6 (Pause) 

7 BY MR, HILL: 

8 Q. "The special committee also studied the 

9 point by point rebuttal of the report's 

10 interpretation of Maryland corporate law written by 

1 1 Mr. Jim Hanks, the framer and foremost expert on 

12 Maryland corporate law. The special committee was 

13 persuaded in its deliberations by arguments advanced 

14 by Mr. Hanks that Maryland corporate law was not 

15 violated by the directors and officers in the areas 

16 in question." 

17 Do you see that? 

18 A. Yes. 

19 Q. That accurately states what the committee 
2 decided, doesn't it? 
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people shouldn't have to give back the money they 
took, are you? 

A. If a court would rule similar to the 
suggestion of Governor Thompson, of course not. 

Q. You mentioned earlier that Mr. Sweeney had 
resigned from the ULLICO board. What's your 
understanding of why he resigned? 

A. I don't know^ why he resigned. 

Q. Do you know why Linda Chavez Thompson 



21 



A. Yes. 
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1 Q. Essentially you had two views, one 

2 advanced by Governor Thompson and one advanced by 

3 Sidley, Austin and Mr. Hanks and the committee 

4 looked at both of them and decided to go with 

5 Sidley, Austin and Mr. Hanks, is that accurate? 

6 A. Given that that was the evidence before 

7 us, yes. 

S Q. Do I understand you correctly that if it 

9 turns out that Sidley, Austin and Mn Hanks were 

10 incorrect and Governor Thompson was correct and 

11 there were in fact breaches of fiduciary duty it 

12 wasn't your intention to give people a pass on 

13 breaching their fiduciary duties? 

14 A. Absolutely not. Had Governor Thompson 

15 been definitive in his conclusions with regard to 

16 violation of Mar>'land corporate law 1 would have had 

1 7 absolutely no question in my mind to accept the 

18 report as then written. 

19 Q. If a court should ultimately determine 
2 that Maryland corporate law was violated and 
21 fiduciary duties were violated you are not saying 



1 
2 
3 
4 
5 
6 
7 
8 
9 

10 resigned? 

11 A. 1 do not know why she resigned 

12 Q. Do you know why Mr, Gene Upshaw resigned 

13 from the board? 

14 A. No. 

15 Q, I'm going to hand you what we've marked as 

16 exhibits 238 and 239. 238 purports to be a 

17 chairman's statement of a board of directors meeting 

18 March 28, 2003 and 239 is the minutes of that same 

19 meeting. 

2 (Whereupon the proffered item was 

2 1 marked as exhibit number 238, 239.) 
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1 BY MR. HILL: 

2 Q. Do you recall attending this meeting on 

3 March 28, 2003? 

4 A. 1 do not. 

5 Q. Would you look at exhibit 238, the big one 

6 that says chairman's statement? 

7 A. Yes. 

8 Q, Looking at the second page, it says: "1 

9 also w^ant to advise the board that Joe Carabillo is 

10 resigning as the company's chief legal officer and 

11 that 1 have appointed Teresa Valentine as ULLlCO's 

12 interim chief legal officer." 

13 Do you recall that announcement being made? 

14 A. Yes. 

15 Q. What did you understand Mr, Georgine to 

16 mean when he said that Mr Carabillo was resigning? 

17 A, Just that. 

18 Q. Was there any indication given to the 

19 board that Mr, Carabillo was on leave with pay at 
2 this meeting that you recall? 
21 A. No. 
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JOHN T. JOYCE DEPOSITION May 23, 2006 In Re: ULLICO, Inc. Litigation 



In the U.S. District Court 
For the District of Columbia 



In Re: ULLICO, INC. : 

LITIGATION : 

: NO. 1:03CV01556{RJL) 



RELATED TO: ALL CASES : 
X 

May 23, 2006 
DEPOSITION OF: 

John T. Joyce, 
a witness, called by counsel pursuant to notice, 
comraencing at 10:00 a.m., which was taken at 
O'Melveny and Myers, 1625 Eye St., NW, Washington, 
DC 
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Page 274 

1 talking about was the status or classification of 

2 the company and that was in relationship to the 

3 lines of coverage, the lines of insurance coverage 

4 being provided. 

5 1 hat didn't tell me the company was near 

6 bankrupt. 

7 Q. Back on page seven of the special 

8 committee report, it says: "For all of the 

9 foregoing reasons the majorit>^ of the special 

1 committee concludes that the Thompson report 

11 uncovered no illegality on the part of board 

12 members. John Wilhelm and Terry O'Sullivan with 

13 dissenting views noted below did not subscribe fiilly 

14 to the analysis adopted by the special committee in 

15 this section. The majority of the committee 

1 6 concluded that there was no basis to call for 

1 7 disgorgement by any officer or director of the 

18 proceeds of their investment in the company." 

19 A. Yes. 

2 Q. Am I correct that this last sentence, the 

2 1 majority concluding there was no basis to call for 
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1 wrong the company shouldn't have any remedy? That's 

2 not what you intended to say here, is it? 

3 A. It isn't what we said here. 

4 Q. You said in your view there was nothing 

5 done wrong; therefore, nobody had to pay the money 

6 back? 

7 A. Right. Thai was our responsibility, to 

8 look into the situation and express our view. That 

9 was our charge. 

10 (Pause) 

11 MR. SCHUET.KE: Ladies and gentlemen, 

12 by my calculation you all have about 45 minutes. 

13 Maybe it would be a good idea for you all to caucus 

14 and figure out how you can use it. 

15 MR. HILL: I think Fm going to be 

16 done in about 20 minutes. 

17 BY MR, HILL: 

18 Q. If you could locate exhibit 239? 

19 MR. SCULLY: Does that leave you 

20 enough time? 

21 MS. MfN: Probably not. You be sure 
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1 disgorgement, was based on the understanding of the | i 

2 committee that there had not been any breaches of 2 

3 fiduciary duty under Maryland law? 3 

4 A. Not only Maryland law but in general. 4 

5 Nobody had presented a persuasive case to us S 

6 that there had been a breach of any law or 6 

7 regulation. 7 

8 Q. If in fact it turns out that a court finds 8 

9 that there were breaches of Maryland fiduciary duty 9 

1 law you are not saying that people shouldn't have to 10 

1 1 give the money back? 1 1 

12 MS. MIN: Objection. 12 

13 A. I would be saying I think the court was 13 

14 wrong. 14 

15 In terms of advising them whether to give 15 

16 the money back or not, I wouldn't be in a position 16 

17 to comment on what they should do in terms of their ' 17 

18 legal liability or responsibility. 18 

19 BY MR, HILL: ' 19 
2 Q.I just want to understand your position, I 2 
2 1 You weren't saying if in fact something was done \ 2 1 
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and get in all your questions because nobody else 
matters. 

MR. SCULLY: I think a little 
cooperation at this stage would go a long way to 
avoiding unpleasantness later. 

Why don't you speed it up and give 
April her time? 

MR. HILL: As soon as we can go, 
well go. 

MR, SCHUELKE: Let me make a 
suggestion. 

Why don't you take five minutes or ten 
minutes, whatever it takes, to organize the rest of 
your exhibits so you can go bang, bang, bang rather 
than having us spend five, ten minutes between 
questions while do you that? 

MR. HILL: Sure, We can go off the 
record. 

(Recess from 4:55 p.m. - 5:05 p.m.) 
BY MR. HILL: 

Q. Take a look at exhibit 239, Mr. Joyce. 
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MEETING OF THE BOARD or DIRECTORS 

OF 

ULUCWInc- 

March 28,2003 

in M«5SdChtu«tti ATcnae 

Wmihlngtoi^DC 



ATTENDEES: 

DIRECrOM: 

MononBihr 
John h Bmy 
Wtniam Q. Btntard 
MtfvmBoede 
BillCassteveoi , 

John T* Dunlop, PhJ5. (via telephone) 
' Jobn 0. Oendenum (viatelcFhooe) 
Robert A. GeofgiiM 
John T* Joyce 
EadJ.Knne 
Jaihe^LaStlft 

OFFICERS: 

JioticsUice 

Orovet McfCein 
Patrick MoQtgoiDery 

OTHERS: 

Joseph W- Arrabrust 
Sieve CoOrcttD 
Jihdc Miner 
KtxtA A. Popp 



Martin J. MAddaloni 

Joseph F.M«looey 

Jamt*F,M.Mchfufty 

Lenorc Miller (via tdcpbone) 

D&nielH.Kfinti:tMD 

Tc3eaceM.0'S«Bivim 

J«mes li Rantin 

Vincent R, Somferotio (via telephone) 

RoyW.Wy*e 



Jccry Pollock 
Prank Santana 
TefMaValendne 



MicfaaeLRauh 
Joe Seino 
Randy Turk 
Dr^QtiinnMilU 



Meeting waa caUed to order at 10:00 a.in. pMisuam to duly ^iven notice thereof. 
The Chainnan noted the presence of a quocum. He advised the Board that Joe CarabOJo 
U stepping aside »3 the Company's Chief Legal officer and that Tctew Vakntinc hai 
been appointed ULUCO's inierim Chief Leg^ Officer. 

The Chairman Wicd that the major purpose of the meetiDg was to discuw the 
report of the Special Cominittee. However, there were duee other matters to review. 
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The Maryland Insurance Admirastration's Final Report on ExamiiiitioD w« 
distributed to the Boaid. Boaid raembcn were Bsked to sign an Acknowledganeiit form 
stating that te or ihc bad received a copy of the Report. The Chwriiuai noted torttoe 
Report was a agnificant iinpiovenicnt feonnhc draft report (he Ompa&y leeeivcd fimm 
the Maryland Insurance Administration almost one year ago. The Chaiiman explainea 
that the report stfll raises questions about the Compaay'i finandals. 

The second item discussed was the need to an undertaking ftom e«* of the 
Board mcjnbert *ho has received advances for legal fees. Board '««'»*" *^ 
provided an undertaking and asked to cxecttte and leave the ondcitaknig *»"^^ 
Company. Those participating by telephone will be sent an undertaking and weie aaicea 
to tend the executed undertaking to the ConqMoiy. 

The third item discussed was the woA of the Setdor Man»K«mcnt Operadoos 
Coininittce. The Cbainnan Introduced the Comndttee membcrt: B^»l»f;^.f°^ 
Actuary; Jim Luce. Executive Vice President; Oiovet McKeao, Scokn Vice ft^dent of 
Investments; Pat Montgomeiy. Vice President of Finance and interim CMtf W«w^ 
OfTicer, Jeny PoUock, Presidoa of Zenith Adininistratora; and Prank Santana. Senior 
Vice President of Marketing. 

The Committee has met daily in the last 20 days ami has developed m iininediate 
action plan, which focuses on the Compaiv's short-tenn Issues. The Committee am Ibe 
process of preparing a longer-term business plan. The Coian^"w pr««.»d«a 
reconunendatiots to the Chairman on March 20, 2003. •Ilmty-cight (38) cnticd acoons 
were identified with timeftaraes for compteiion and initial detcraoination ofthe «hort t«m 
and longcT-teim fin«Ddal impart. Based on the initial evahiation, twenty (20) ittani were 
determined to have a positive impact on the Companys consoJidflted annual pretax 
earnings by $30,7 million. In addition to improving ULUCO s earnings, these 
reconuncDded actions are expected to provide additional capital and positive cash tlow 
for ULUCO Inc. 

The Chairman noted that he has engaged the assistance of Dr. Quina Milh, m 
management expert to identify if and how die company should reawictiitc its operationa 
to make it a n)Oie competitive business and better serve its oiaikc* niche. 

The Con^any has been talking with several organizations infonwngthem that 
their investments in 'J' for Jobs are protected against all creditora and thcreai* no 
creditors of die life company or the holding company. Investor money la sccnrc, the asaei 
liabiUty match hi that account is excellent, and it has generated exocUent retsms for many 



yean. 



The Chairman then turned to the Special Committee Report that had b«m 
distributed at the outset of the meeting to aD Board members. The Ominnan tanked aU 
of the Committee merobOT, in particular the Committee Chairs. Professor Dunlop and 
Dr. MinQ for iheir dedication, hard went, and perseverance. 
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Dr. Mtatz ibMiked his awiair Professor Dunlop. »s wdl u the other memben of 
the Coimmttee wd explained the strnotute of the Special Comimttee'i Report. He 
explwncd thrt the CommitMe bad deliberated long aid haid foe three month* and 
detennined that tbe« had been no violation of federal law* by ULUCO dliMton and 
officers. The Majority of the Committee found ao violation of fid««aiy dwy wtth 
respect to Maryland Corporate law and, theirforc did not believe thew should be a^ 
tyiwof disgorgement Ttic Majority had weighed heavily the diswnting vi*w cxprewed 
in the Spedal Committee Report. 

With regard to Corportie Oovemance matters. Dr. Mintz stated that the ccntnl 
theme was « de»iie far transparency to all coipojate activiUea and that there should be 
accountability. 

Committee Members Milkr and Joyce thanked the Company staff fw todr fuU 
cooperation. Mr. Joyce reiterated that no Committee member fdt there had been any 
illegal or any other type of wroa^doins. 

A discussion ensued conceroing the gonfidentiaUty of the Special Conunitt^ 
Report in light of various pending subpoenas aod whether the Spcchil Committee report 
should be released to diavebokkis. 

A discussion also took place regarding the applicability of ULUCO mbpoenaa to^ 
individual Board tnemben acting in thcix capacity as Board member. 

Mr O'Suilivaa then spoke for the Special Coranuttee's Miaori^ Opj"?*' "® 
concwted with Mr. Joyce's statement that nothing had »>«° *»o'* l^'y^y "^ 
UIXICO Director or OJIko. He eiqiirtssed concern, bowewer, that percyton tj^omes 
xealitv and thus believed there should be remediation. He also expressed his view toit the 
report should be released and owcuned with the corporate governance recommendations 
of the Special Committee. 

The Board took a twenty-minute break to read the Spedal Committee Report. 

The Board rccosvened al which tfane discnssioB took place as to whether or nrt to 
release the Thompson Report, the Special Committee Report and the analysis prepared by 
the Sidley firm to the Company's Shareholdcn. The Board members w«e preseateo 
with a proposed resolution to release these materials to Shareholders as well « SiveOte 
Company's attorneys the ability to cooperate with all government authonty» with respect 
to the matters to which the Tloropsoo report relates. Karen Popp of Sidley, Aisrtin, 
Brown & Wood, counsel for ULUCO. explained that a rel«ia»e of these materials 10 
government awlborities would waive the aooniey-dient privilege. 

A motion was made, and duly seconded, to pass the resolution. With Mr. 
Maddaloni abstaining from the vote, it was^unanknously; 
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RESOLVED: *^ai because H i* advisable and io the b«t interests of UUJCO, 
the Boar<l of Diiwtors directs that the report d tto< Special 
Committee, the Thompson Report and the Sidney Rqpwt be mwle 
availaWe to shareholdcis as soon as possible," And, be it 

RESOLVED: •That because it ij advisable and in th« bc« interest el ULLICO, 
the Bomd of Directort «uthori2c» tbe Company to nieata copies 
of tbe report of the Special Conunittcc. iheTbonqwoo Report, the 
Sidtey Report, and sucb other doamwntt as Ae Company deems 
appropriate and in tbe best inieiesu of the Company to the 
Goveramenial Authorities and such other pmtiea as tbe Company 
deems approptiate »w) in the best interests of tbe Con^ttay. 

After disCTwion in which Dr. Mintz explained why tbe roajority of the Bwrd 
co«;luded that it WW i.ot necessary to act npon Governor THion^ 
dm the Board ratify the actions tatoi at the November 3, 2000 mcetmg. a deculottWM 

made to concur d»t there was no need to ratify the actions taken pieviowly at d>e 

Coropeny* s November 3, 2000 meetiDg. 

A diacnsslon then ensued legardinj tbe return of P»fi« '^^"**^f^- " *" 
decided that a letura of profits would not be in the best i«>«c«»torf the C^J^V^ 
there was no iUegal conduct or wrongdoing by the directors and offlcere as determined by 

Governor TlxMnpson and the Special Committee of tbe Board of Duectora. 

The Chairman informed the Board that tbe Spedal Committee evaluatoJ and 
made recommendations for the Compuiy's Coiporatc ^oveniancc. T^JP*«« 
committee wM be working with Company counsel to P«7°«f2*Jv^S 
implementing these suggestions. Tl^e resohitions will be <^«^l^^**2l^^ 
Prompt approval and implementttion of these corporate governance actions will bo an 
important step in moving the Company forwwd. 

TlK Chairman then advised the Board that John Wilhelm resign^trom Ae 
Board. TheChdinu«expressedbis.ppied.tionforMr.WiJbeta'ssffjJ«.^ n^ 
WUhebn's icccat surgery, he gave the Company the benefit of hu utellect and precious 



time. 



TTk Chairman then introduced Dr. Quirai Mills wbo gave a btief summary of his 
plans to perform a strategic review of the Company's buBineM. 
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Lath. il»e Chainnan Mktd thu the meeting be contmued for furto Wibrt^tow 
until Wed,Sd*y, April 2, 2D03 « ll;0O a.av.. wi« flie Bo«nl could «-*«^*^ 
Zom the Special Committee's coipowte govemance tecoiomenitetiow. Wheieupon. 
with Bgreement, She roeeting was contiimed until April 2, 20O3. 



-^^..jKMrf*^ — 1/aA 



fiUtKJC'Jty 



TcRsa&VdeiMine 
Interim Chkf Legal OHic« 
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